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England and the Continent 


By Grorce T. 


KLINK 


Mr. Klink (senior partner of Klink, Bean & Company of San Francisco 


and Los Angeles, 


with whom we consolidated our California practice on 


January 1 last) and Mrs. Klink have been enjoying a vacation abroad. 

Phis letter, received from him, and others which will appear in later 

issues of the JouRNAL, describe in a most entertaining manner many 
interesting incidents of their trip. 


The traveler to Europe from America 
will find (on his first trip) that some 
time is required to adjust his mind to 
different conditions. By this I mean the 
small though important differences in 
methods pertaining to the handling of 
passenger traffic, and more particularly 
baggage. At home he is accustomed to 
securing his ticket, checking his baggage 
and settling himself comfortably in his 
seat for a certain time with a newspaper 
or a cigar. Abroad he is attended con- 
stantly by the nightmare of baggage, its 
inspection, handling and constant re- 
sponsibility. It would be an ideal con- 
dition if baggage could be done away 
with, and one could travel without it, or 
at least turn it over to someone else to 
care for, and to be produced as required. 

As I reflect upon the experiences of the 
past few weeks, there arise in my mind 
visions of bags, bundles and coats, inter- 
mingled with a shower of gratuities at 
every conceivable stage of any journey. 

However, that is but a trifle compared 
with important things. Some satirical 
writer has referred to the British as 
a nation of innkeepers, and another, 
equally epigrammatic, has likened the 
French to a nation of waiters. Both ob- 
servations were probably made in a mood 
of exasperation and, like all epigrams, 
sacrifice the truth for the sake of a play 
in words. Certainly we have met with 
nothing but kindness in the course of our 
travels, and small inconveniences in most 


instances can be ascribed to the changed 
methods and conditions to which most 
strangers were unaccustomed. 

One of the first noteworthy topics oc- 
curring to us was the comparative quiet 
of mighty London, taking into consid- 
eration the enormity of its traffic. 
Streets covered with vehicles of every 
description, with swarms of pedestrians, 
seem by comparison as regards noise 
more like a city one twentieth its size in 
the States. We learned very soon after 
arrival in England that locomotives have 
no bells, and their whistles are modest 
little pipes which serve their purpose but 
are as nothing to the strident blasts that 
awaken or disturb the American on his 
native heath. The absence of street 
cars in the busy streets of London, and 
the modest use of the auto horn con- 
tribute importantly to this result. 

While on the subject let me say that 
the auto horn is by no means so sup- 
pressed in Paris. Its continued toot by 
day and by night there, isa strain upon 
the nerves and, like the ever-present 
odor of gasoline about the Biltmore 
Hotel in New York, is inescapable. 

Each American has his own individual 
way of seeing London, and will consult 
his guide book with or without definite 
plans in view. Our own plan was no 
plan at all. For a small consideration we 
put ourselves in the hands of a compe- 
petent guide, with no reservations, and 
he promptly and willingly guided us or 














rather, took us where it pleased him. 
To those who read these lines there shall 
not be given any description of subjects 
which are more exhaustively and more 
intelligently given in a guide book. We 
visited the tower and were shown the 
the room of 
Raleigh, the prison of Lady Jane, and 
the spot where Anne Boleyn lost her 
lovely head. 


historic rooms and places 


The Sergeant of the Guard gave us an 
entertaining account of these unhappy 
incidents, and dwelt with gusto upon the 
circumstances of Lady Jetfrey’s death 
from incessant drinking. 

All of the old history made by Henry 
VIII and his complicated family matters 
came back to us, and we reflected that, 
the times and manners considered, there 
was not a longer list of victims, and that 
like Elizabeth had 
been developed in such an environment. 
The Dudley family lost out, as I recall it, 
and it is small wonder to me now, aiter 
seeing in the Museum Lady Jane Sey- 
more’s call upon her followers for sup- 


a strong character 


port, containing, as it does, certain com- 
ments on Queen Mary. 

In Whitehall we paid homage to the 
cenotaph erected in honor of Britain’s 
defenders in the Great War. We were 
much interested in observing the respect 
which is constantly shown—in the heaps 
of flowers, and the never-failing lifting of 
the hat by passersby of all condition and 
occupation. Cromwell has his mighty 
place in England’s history; Richard 
Coeur de Lion waves his sword in mag- 
nificent style, but here and in Westmin- 
ster Abbey, the crowds gather more 
about the memorials of the War which is 
freshest in the minds of all. Throughout 
Great Britain, wherever we wandered, 
we found the memorials of those who 
fought and died in that conflict, and the 
living thus honor in the only way now 
possible those who made the great sacri- 
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fice for liberty and civilization. Ina tour 
by motor through rural England we vis- 
ited a number of old abbeys and cathe- 
drals. We were impressed by the beauty 
of design and the magnificence of concep- 
tion which characterized the buildings. 
[I remember that in one cathedral a 
number of suitable places were provided 
as a last resting place for the illustrious 
dead. One worthy prelate lay beneath a 
suitable effigy, and upon examination we 
found that the next niche was filled by 
another, two hundred and fifty years 
later. 
and 


That was a long time between, 
one wonders whether none were 
deemed worthy of the high honor in the 
intervening period. 
came and left their 
marks, but time and change have for the 
greater part obliterated them. Henry, to 
whom I have referred, by a mighty blow, 
caused the visible signs of the Church to 
be greatly modified, and Cromwell’s 
fanatical followers helped along the dem- 
olition. 


The Romans 


These, together with many discussions 
by arms of a more or less private nature, 
have left such beautiful ruins as Glasten- 
bury, Melrose and Kenilworth. 

Gradually one receives the impression 
that the combination of Church and 
ruins forms the background for all that 
we are traveling about to see. In the 
contemplation of their visible effects we 
are apt to overlook the products of the 
arts of peace, for which these older people 
struggled. 

Stephenson’s first locomotive is on 
view at Darlington; the Clyde and the 
Thames are crowded with commerce- 
bearing vessels bound to and from all 
parts of the world, and at Wembley an 
exposition unrivaled shows concisely and 
completely the advancement of science 
and the products of man’s ingenuity 
tending to comfort and happiness. 


Continued on page 9) 
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Audits and the Investor 


By RoBert E. WARREN 


(Cleveland 

“And Back of The Bond—?” a book- 
let recently published by The Union 
Trust Company of Cleveland, presents 
the fundamentals of successful investing 
in a manner that is of unusual interest to 
the investor, and reveals in an instructive 
manner the important relation that the 
work of the accountant bears to success- 
ful investment. 

This booklet is a valuable cuide to the 
investor. It sets forth the fundamental 
features to be considered in the purchase 
of securities with a clarity that sacrifices 
nothing to brevity. To the accountant 
it emphasizes again the facts in which the 
prospective investor is interested. It 
establishes, from the layman’s point of 
view, the results to be presented by an 
audit if the audit is to serve as a reliable 
basis for determining the value of the 
securities offered. 

In the final analysis the value of the 
professional auditor’s services are to a 
large degree determined by the thorough- 
ness of his work, the reliability of his 
findings and the completeness of the 
information presented to the banker, 
broker or client. Therefore this booklet, 
by its clear presentation of the investor’s 
point of view, should be of no little assis- 
tance in increasing the effectiveness of the 
accountant’s work and its presentation. 

The booklet develops its subject by 
stating the questions which should be 
asked regarding an issue and pointing 
out the features to be 
these answers. 


considered in 
These questions, which 
it will be noted can be answered to best 
advantage by an accountant after an 
audit, are set forth in full with brief 
suggestions of the investigations neces- 


sary to secure satisfactory answers to the 


questions. 


Office ) 


r. What is the 


recora? 


cor poration’s 
f 


earning 


A statement of past earnings, covering 
a period of five or more years should be 
low 
earnings for any year of the series of 
years and the cause which produced the 


prepared. Abnormally high or 


fluctuation, should be investigated and 
Whether or not these 
earnings are attributable to an expiring 
monopoly or patent should be estab- 
lished, and the substantial accuracy of 
former records should be determined. 


commented upon. 


Furthermore, the necessity for supply- 
ing such a should 
the investigate 
conditions thoroughly before undertak- 
ing the engagement. The value of this 
record should be brought to the attention 
of the client 
arrangement 


record of earnings 


induce accountant to 


and, where necessary, 
investigation 


beyond the scope of a current audit. 


made for 


2. Have the earnings been analyzed? 
Naturally, the investor desires to know 
whether all items of expense have been 
given due consideration in arriving at the 
net profits. The determination of this 
point is such an essential part of an audit 
that detailed comments are unnecessary. 
It will not be out of place, however, to 
point out that‘the report should state 
clearly what items of expense have been 
taken into consideration. In this con- 
nection the sufficiency of charges for 
depletion, depreciation, and obsolescence 
should be carefully investigated and the 
results of the investigation fully pre- 
sented in the report. Such investigation 
should have to do not only with current 


charges but the sufficiency of charges in 
former years should be determined by a 
thorough study of the reserves which are, 














or should have 
former earnings. 


been, provided out of 


3. What is the 
condition? 


company’s financial 

The establishment of the ownership 
of assets and their correct values and the 
determination of all liabilities is a prim- 
ary object of any audit. Cash items, of 
course, will be verified. Particular at- 
tention should be paid to receivables. 
The value of all accounts and 
should be carefully studied and_ the 
sufficiency of reserves for doubtful items 
determined. Further, the policy of the 
company in this matter should be com- 
mented upon, for receivables frequently 
form a large part of current assets and 
unless they represent items that may 
reasonably be converted into cash, the 
financial position of the company will 
be incorrectly stated. 

Inventories are also a matter of prime 
importance. Too frequently inventory 
values are overstated, due to the inclu- 
sion of obsolete or damaged articles and 
the optimistic values placed thereon. 
Not only should the mathematical 
accuracy and the method of pricing be 
verified, but the propriety of the inclu- 
sion of all items should be established. 
Especially should vigilance be exercised 
to account properly for any merchandise 
or material held on consignment or goods 
on hand subject to lien or attachment. 

Fixed assets and the determination of 
their value is a matter of routine. It 
should be kept in mind, however, that 
the auditor will be expected to determine 
whether the various property accounts 
are conservatively stated. Determina- 
tion of this fact should be made from a 
study of the accounts, the character of 
the items capitalized and the elimination 
of any charges not proper thereto. 
Particular attention should be given to 
changes in the asset values predicated 


notes 
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upon appraisals which in some instances 
reflect temporary inflation of values 
which may have subsequently returned 
to normal. 

The proper statement of all liabilities 
should include not merely an audit of 
liabilities. should 
also be exercised to determine whether 


the recorded Care 
the company is bound by contracts for 
future delivery or purchase of goods. In 
this event, the possibility of loss, due to 
changed conditions, should be 
investigated and commented upon. Such 


market 


factors are seldom revealed in the books 
of account but scrutiny of the sales and 
purchase order records will generally 
reveal the desired information. 


Especially should care be exercised to 


uncover any liabilities arising outside 
the ordinary course of business. Such 
liabilities as indorsements of notes, 


judgments, acceptances, unrecorded pro- 
fessional fees and liabilities arising out 
of the redetermination of Federal Income 
taxes, frequently are not made a matter 
of record. They are of the utmost im- 
portance, however, and failure to report 
them would be a serious omission for an 
auditor. 


4. How much of assets are inventory? 

5. Have the company’s books been 

audited? 

6. What is the character of the company’s 

business? 

7. How well is the company managed? 
8. Have all legal precautions been taken? 
g. Is there a guarantee of principal and 

interest? 

10. What ts the purpose of the issue? 

11. Will the borrowing purpose be fulfilled? 
2. Are future bond issues restricted? 

13. Can the company redeem its bond 

before maturity? 

14. Is a sinking fund necessary? 

15. What are the bond’s provisions regard- 

ing taxation? 

16. Is the property free from liens? 


(Continued on page 9) 
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Opportunities in the Accounting Field 


By Jounn W 


SLACKS 


(Chicago Office) 


This address was delivered by Mr. Slacks on May 16, 1924, at an 
initiation banquet of Gamma Chapter of Beta Alpha Psi, an account- 
Pe ing fraternity of Northwestern University 
[ have taken as my subject “The working out minute adjustments to the 


\ccountant’s Opportunity,” which might 
the ‘‘Accountant’s 
Opportunity as a Business Counsellor.” 


into 


”e expanded 


Not very long ago, while working on 
in assignment, one of the assistants on 
the job somewhat unburdened himself 
to me about his dissatisfaction with the 
that 
it was not at all up to his expectations; 
that he 


iccounting profession. It seemed 


had been disillusioned and 
seemed to be not only impatient but 
rather hopeless as to its holding 


illuring future for him. 


any 
This man had 
hown unusual promise and was of the 
type who would do credit to the pro- 
ession, so I took time to prove to him 
that he was engaged in the right work 
ind on the right him 
some of the opportunities which the field 


track, to show 
of accountancy afforded, and to restore 
some of the hopes and, if you will, ideals 
vhich he had held when he started in. 
Just a word of warning as to what you 
T may expect in this work for which you 
have prepared yourselves. First of all, 
you will get plenty of hard work. Some 
of your work, however, will be inter- 
nittent and I know of no more severe 
test for the morale of a man than a 
veriod of unusually hard work followed 
vy a short spell of idleness. It is diffi- 
cult to “keep one’s pep up”’ under those 
conditions. 

You may feel that some of your good 
vork unappreciated; especially 
vhen it is true that work not up to 
standard will be emphatically criticized. 
\iter expending considerable pains in 


goes 








accounts for some large enterprise, you 
may feel that your theories are sacrificed 
on the altar of expediency when your 
adjustments are from the 
final report by one of your principals. 


eliminated 


Time and experience will soften these 
disillusionments and you will eventually 
attain a true perspective of the function 
of a public accountant. 

What are the compensations which 
First of all, 
it is taken for granted that you will have 
a thorough 


you may expect to receive? 


the broad 


theories underlying the field of account- 


knowledge of 
ancy. You will have an opportunity to 
test these theories and to see that they 
do prove out in a majority of cases, even 
if they are sometimes seasoned with a 
You will 


and bad 


few grains of practicality. 
with 
methods employed by business concerns 


become familiar good 
to-day; such contact with big business 
is invaluable. 


to get an insight into the private and 


Where could you hope 


most sacred affairs, of say, fifty different 
industries in the span of an ordinary 
lifetime, except in the field that you have 
chosen? Experience will build up con- 
fidence in yourself and in your ability. 
Familiarity does not always breed con- 
tempt, but to the right person brings a 
and a realization 
that all men, even the most famous, are 
intensely human and are not infallible. 
With all of this you will acquire judg- 
ment, poise and courage to stand out 
for what you know is right in the face 


degree of tolerance 


of powerful opposition. 














One of the most important compensa- 
tions of the public accountant is a sort 
of an intangible feeling of independence, 
which he prizes more highly as the years 
that is what makes 


go by. I believe 


scores of accountants turn down very 
attractive offers to enter private business 
at higher monetary returns. 

itself through a 


remarkable period of evolution and who 


Business has gone 
can say what changes are to be made in 
the future. It 
years ago that 
began to be 


than 
business 


was less thirty 
structure 
gigantic 

human 


beings and industries increased in com- 


our 
organized on a 
between 


scale. Relationships 


plexity. We now have billion-dollar 
corporations. It is natural that this 
enormous concentration of business ac 
tivity and expansion of the services 


rendered by ‘business’ created a need 
for the services of public accountants. 
Some of the specific causes for this 


condition which arose within a business 


organization may be mentioned. First, 
the owners of a business ceased to be 
active in its management. The funds 


required in an industry could be obtained 
but rarely from a single individual, or 
even from a small group or family; this 
created corporations and made absentee 
ownership practicable. The stockholders 
in big businesses to-day in a great many 
cases have no particular interest’ or 
voice in its management. 
corporations 


The owner- 
ships in became widely 
distributed all over the country and the 
world. The financial structures of busi- 
ness became highly involved when funds 
for business were obtained from other 
than stockholders, and the expansion of 
business all the 
numerous sub-organizations 


control 


over world created 
requiring 
close 

Credit 
tended, competition reduced the opera- 
ting margins, and if any profit was to be 


over their operations. 


facilities were accordingly ex- 
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made, close control of the activities of 
the industry was required. 

High costs of production have been 
laid by various authorities to a change 
in immigration, high standards of living, 
and to Regard- 


less of the cause this condition is with 


various other causes. 


us and it is the accountant who can help 
most in adjusting business to the new 
order of things. During the past fiiteen 
years or so a number of what you might 
call artificial causes, that is, those causes 
part of a itself, 
greatly increased business complications 


not a business have 
to the resulting benefit of accountancy. 
Some of these are the Interstate Com- 
merce Commission’s rulings; the Blue 
Sky commissions and _ state security 
have also 
Che Federal Trade Commission, 
Income Tax laws, Inheritance Tax laws, 
Capital Stock Tax laws, 


issuing regulatory bodies 


helped. 


Excise taxes, 
the various state fran- 
the 
various organized stock exchanges, have 
enormously increased 


Customs duties, 
chise acts, as well as the rules of 


the practice of 
the accountant and added to his pres- 
tige. Numerous trade associations have 
sprung up within almost every industry 
and have busied themselves with 
counting questions. Contract agencies 
of the government have 
various intricacies, 


ac- 


introduced 
the 
which have made the 
man call expert 


such as “cost 
plus contracts,” 
average business for 
advice. 

It used to be that when a man wanted 
to train his son to enter business he gave 
him a law education. Some of our most 
able business executives to-day received 
a law training in the college or university. 
I believe it is recognized that accounting 
training plus the right type of public 
accounting experience give one a much 
better preparation than an academic 
law education. In fact, not long ago 


one of our prominent attorneys told me 











b.. i. 


that he believed that the next thirty 
years would see business in the hands of 
accountants. I Elbert 
Hubbard who said that ** Responsibilities 


believe it was 
gravitate to the person who can shoulder 
Whether or not this attorney’s 
tatements prove out, depends largely 


them.” 


upon how well the present accountant 
himself to assume 
responsibility. This much |] 
that either accountants must 
business men or passing up this oppor- 


prepares such a 
believe 


become 


tunity, business men will be compelled 
to become versed in accountancy. Let 
me read a recent statement made by 
Mr. Erskine, President of the Studebaker 
Corporation, in an 
locally not long ago: 


address delivered 


“It was about 1896 that industries 
vegan forming, and the certified public account 
ints of the country have performed highly 
ficient and comprehensive work in the instal 
ition of new systems, improvement of existing 


our big 


ystems, standardization of balance sheets, 
profit-and-loss statements, auditing methods, 
ete. Big business could not have prospered as 


t has without the aid of these men and it cannot 
get along without them to-day. Our Federal 
Government has used them in the formation of 
uws and accounting systems with the Interstate 
Commerce Commission, the Internal Revenue 
Department and many others. They have per 
ormed invaluable services for our railroads, 
mercantile and financial institutions and thou 
ands of income taxpayers depend upon them to 
make out their returns. Bankers, stockholders 
ind investors demand their certification of cor 
poration balance sheets, profit-and-loss state- 
ments and prospectuses.” 

The accountant, up until recently, has 
been a writer of history, but now he is 
helping to make history. Instead of 
being called in on post mortems he is 
given a chance for constructive service, 
and very often is able to avoid the possi- 
This fact is not 
generally recognized as yet among all 
business men, but it is necessary for the 
accountant to sell himself to each par- 
ticular group, to create his own oppor- 
tunity and to establish his prestige 
through some bit of unasked advice or 


bility of post mortems. 
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constructive while 


engaged in a more or less routine phase 


suggestion offered 


of his work. For example, accountants 
frequently make suggestions as to re- 
financing deals when they have simply 
been asked to « ertify to a five or ten-year 
statement 


of earnings. An accountant 


is often asked to review prospective 


reorganizations, consolidations, mergers 
and the like, not always from a technical 
accounting or financial standpoint, but 
often from the standpoint of 
nomi 


the eco- 
feasibility of the plan and its 
prospects for Organization 
readjustments to be made with a view 
to mitigating some of the tax burdens 


have fallen largely upon the accounting 


success. 


profession. Accountants have been asked 
to review wills and to show a client how 
after his 
They have been called in and 
will be appealed to more often in the 
future to help carry out retrenchment 
programs. 


his beneficiaries will fare 


( lecease. 


The accountant is peculiarly fitted as 
a forecaster to analyze the future of a 
business and he must certainly have the 
courage to tell his clients the truth, even 
when it hurts. 

The public accountant, in order to 
render the fullest possible measure of pub- 
lic service, must be a business analyst, a 
practical economist, and a financial ex- 
pert. He must know something of sound 
sales and production policiesand methods. 
He may know all of these things and be 
perfectly sure of them in his own mind, 
but yet be powerless to convince his 
client of the soundness of his conclusions. 
Therefore, one of the most important 
assets of an accountant is the ability to 
write well and convincingly. This is no 
idle comment for it comes from one who 
rates its importance highly through a 
realization of his own shortcomings. 
Some of the most important attributes 


(Continued on page g 
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Recasting Procedure 


By Joun R. WILDMAN 


Nore—It was such a pleasure to read Mr. John R. Wildman’s article “ Recasting 

Procedure,’ which appeared in the Haskins & Sells Bulletin for June, 1924 

that permission was obtained to quote passages from it for those of us who 
did not see the original article. 


Never, perhaps, in the history of the pect more constructive service.  Ac- 


accountancy profession has opportunity counting is a means to an end. It has 
knocked harder at the door. The oppor- too long been regarded as the end. The 


tunity exists in rendering to clients a accountant is presumed to know not only 


service more distinctly helpful, more how to obtain results but what the re- 
genuinely valuable, and manifestly more sults mean. Business men are coming 


useful to business administration. more and more to expect that account- 


Here and there, however, certain ac- ants will tell them what interpretations 


countants have broken away from the may be placed on the figures which the 


hide-bound notions which circumscribe accounting process produces; how the 


the traditional accountant in his work. conclusions may be applied to the future 


To the amazement of their fellow prac- conduct of the business. Post-mortems 
titioners such presumptuous accountants — in the practice of medicine do more than 


have become eminently successful in the — satisfy curiosity. They afford a basis 

establishment of practice. Why they for more intelligent future practice. 

are so sought after by business men and It is not sufficient that financial results 

bankers is a mystery to those whose con- be verified and stated. They must be 

cepts of practice permit of no change. interpreted. Their bearing on what fol- 
Is there any wonder, when an account- lows must be explained. As historical 


ant approaches an engagement with facts they have little value unless they 


some business intelligence and not only are made to serve in correcting errors of 


verifies facts and figures but tries to in- the past and shaping the policy of the 


terpret the data and results examined, future. 


who pays the fee? 


that he is preferred over the one who Admittedly this is a large order for 
leaves nothing helpful with the client accountants to fill. If they are not com- 
petent to meet the exactions and expect 
Is there any comparison in the matter _ to survive, they must turn to study and 
of respect on the part of a client between learn how to deliver the goods. It is 
an accountant who gives him a copy of inconceivable that they will shirk the 
his books with a recital of the verification responsibility and the task. But the job 


procedure and one who, in addition to must be faced with the conviction that 


verifying, points out trouble-spots, in- there is much to be learned and the will 
efficiencies, unsound policies and wrong to spend time, money and gray matter 
practices, and suggests remedies? Is in accomplishing the purpose. 

there any doubt if such suggestions are But recognition of the change in busi- 
practical and sensible that they will be ness needs as they relate to accountancy 


favorably received? is not sufficient. Action to meet such 


the services of public accountants to ex- 





There is a growing tendency on the changed conditions must follow. Old 
part of those who have occasion to utilize methods of procedure will not produce 
results compatible with the changed re- 


























quirements. The future procedure, re 
cast, enlarged, refined and adapted, must 
be built from a new point of view, based 
on modern demands. 
the 


ants who desire to keep abreast of the 


Considering foregoing, account- 
times might well adopt the following: 


“Resolved, that we put ourselves in 
the Way of rendering to clients service 
and reports which will be increasingly 


constructive and useful.” 
Audits and the Investor 
Continued from page 


The 


largely as a matter of 


foregoing questions are quoted 


interest and as 
evidence of how thoroughly the booklet 
has covered the subjec te Specific com- 
omitted. 


In passing, however, it might be well to 


ments on these questions are 


point out that frequently no one is in a 
better the auditor to 
answer the question, ‘How well is the 
company managed?”’ He has had an 
intimate view of every phase of the 
business. 


position than 


He has seen the efficiency, or 


lack of it, with which purchases, pro- 
duction, credits, sales and the other 
phases of the enterprise have been 
handled and correlated. As Colonel 


Montgomery, in his ‘Auditing, Theory 


and Practice,” states: 


The Auditor must, in a measure, pass on the 
probability and the possibility of the future in 
the light of past results. rhis does not excuse 


an auditor who estimates a definite profit in the 
future but does support the recent statements 

prominent bankers that the services of pro 
fessional accountants are becoming of increasing 
value to them, largely because they are aple to 
report orally the result of their ‘sizing up” ol 
the borrower or the prospec tive borrower. 


Opportunities in the Accounting 
Field 
Continued from page 
of an accountant, as well as the usual 
character factors of any successful man, 
are sincerity, tolerance, judgment and 
courage. 
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England and the Continent 
Continued m page : 


One 
than a letter. 


may think this an essay rather 

My apology for its mixed 
that the 
viewed through a kaleidoscope during 
What is set down 
here is merely the crowding impressions 


character is world has been 


the past four weeks. 


which come to mind in writing without 
deliberation or preparation just as the 
ideas come. 


\ man 


accosted by a stranger who asked, “Do 


walking along Fleet Street was 


you want to see the house of Dr. John- 


son?’’ To which the other replied, 
“No; I am an Englishman.”’ So the 
\merican is interested in just the 
things the Britain ignores. The taxi 


driver with a hare lip, who drove us in 
Glasgow and designated the Cathedral 
and the Necropolis, would not interest 
A mile or two of waiting 
taxicabs with men and women in court 


a Scotchman. 


dress awaiting admission to Buckingham 
Palace istothe Londoneracommon-place. 

The Trossachs and Oban in Scotland, 
and Windermere, the 
mountains and valleys of Wales, were all 
beautiful to us, though seen for the most 
part through showers of rain and almost 
total absence of sunshine. We made no 
comparisons even in our minds with what 
America but contented ourselves 
with the fairest scenes the heart of man 
could wish for. 


Derwentwater 


has, 


One more observation and I have fin- 
ished. 
hotel who stood behind the cashier’s desk 
has great Calmly he 
cashed drafts and made change in Amer- 
ican, English, French, German and 
South American money. Fascinated, I 
watched him as he worked deftly, with 
never a halt or a sign that his work was 
at all unusual. I wondered who audited 
his cash. 


The young man at the London 


my admiration. 


To 


be continae d) 
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Preparation for Inventory 


By A. F. Stock 
(Vew York Offic e) 


In most manufacturing enterprises the 
inventory is looked upon as a necessary 
evil, although it is realized that a true 
earning statement for the year could not 
be prepared without it. It is the general 
good practice to take this inventory even 
though a well-defined policy exists of 
maintaining perpetual 
The inventory in most enterprises is 


stock records. 
either a good one or a bad one, according 
to the time given it in preparation. 

It is none too early, particularly in 
large enterprises, to begin the inventory 
preparation several months in advance 
of the actual inventory taking. It is 
well at this time of the year to point out 
to our clients the need for organizing in 
order to get a thorough inventory. It is 
generally conceded that inventory is one 
of the most important items on the 
balance sheet, hence it certainly is deserv- 
ing of the auditor’s attention. The test- 
ing and questioning of an inventory after 
it has been taken in the factory is good, 
but it is equally or more important that 
the auditors should ascertain that execu- 
tive organization and plans have been 
made for taking the inventory. Proper 
inventory organization and instructions 
serve to confusion and to 
place the responsibility for the correct- 


eliminate 


ness of the inventory count. This article 
will discuss only some of the more im- 
portant preparatory work that can be 
done at this time. 

The question of active and inactive 
stock is one that never seems to be solved 
The audi- 
tor can detect slow moving, excessive or 


to the auditor’s satisfaction. 


dormant stocks if he is given the time to 
investigate the conditions, to compare 
inventory quantities against sales and 


with 


manulactured 
assembled products. 


to balance parts 
He can outline also 
a general plan for segregating such items 
and institute the formation of proper 
committees to carry out the plan. 

The inventory time is the logical time 
to dispose of any inactive material. 
This should be done previous to the 
actual inventory compilation. A sug- 
gestion for a working basis to arrive at 
the inactive material is given below: 

A committee should be formed several 
months in advance of inventory time 
consisting of the directing head in charge 
of product design, who will usually be 
the chief designer, together with the 
factory manager and a representative of 
the sales department, preferably the 
sales manager. It might be well also to 
include a representative of the financial 
department, preferably the comptroller. 
If the enterprise maintains stock records, 
these records should be consulted as to 
the various products on hand. All items 
which have not moved during the past 
year or for several years should be listed 
and this list presented to the committee 
for their action. In most concerns, the 
list itself showing the names of the 
articles and products, will be sufficient, 
as all of the parties interested will be 
able to visualize the article itself from 
the list; at least the designing depart- 
ment will, and can interpret it for the 
balance of the committee. Where this is 
impossible an actual physical inspection 
should be made of the various stock bins 
where partly finished finished 
parts and finished stock is carried. A 
good plan would be to identify and tag, 
probably with a red tag, each container 
or bin where any inactive stock exists. 


stock, 
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\ tabulated list can then be made of all 
tagged materials and this list gone over 
by the committee who will authorize a 
disposition. | Where perpetual 
records exist, the problem is considerably 


stock 


simpler as the stock cards should provide 
for a record of the actual movement of 
material and even for separate markings 
of individual 
active, 


records as to active, in- 
obsolete, etc. It should be 
pointed out here that even though firms 
will maintain perpetual 
records and_ physically 
records from time to time during the 


good stock 


check these 
year, no actual disposition seems to be 
made of material becoming inactive and 
It is talked about from time 
to time, but there is no actual authoriza- 
tion given as to the disposition of the 
material itself. The committee formu- 
lated as above would go over this actual 
list and determine for each and every 
article so listed as to quantities that 


obsolete. 


should be kept on hand in conformance 
with the sales manager’s estimate as to 
possible future sales. This estimate will 
include the finished article and replace- 
ments and repairs. There will be occa- 
sions where the part or article discussed 
can be remachined or reprocessed to fit 
another need, in which case the comp- 
troller would give an estimate as to their 
cost, and compare it with the cost to 
make new products. Then finally the 
committee should the actual 
quantity to scrap and this authorization 
should be carried out previous to in- 


decide 


time, the articles taken from 
the stockroom and actually weighed and 
Wherever 
this procedure is followed out, proper 
credit should be the proper 
inventory accounts for the total value 
of the products so scrapped, so that book 
values at inventory time will 
somewhere near the valued physical 
inventory. If the material might 


ventory 
thrown on the scrap pile. 


made to 


come 


be- 
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some future time, the 
carry it at 
25 per cent. of its real value or 50 per 


come active at 


committee may decide to 
cent., etc., depending upon the basis on 
that determined. In 
industries numerous items may 
fall into this classification and, in such 
the 
treatment 
thought and discussion. 


which factor is 


some 
cases decision as to their proper 

considerable 
It is desirable 
therefore to prepare such data well in 
actual taking. 

The sales manager will usually give 
the basis for the segregation into active 
and inactive stock. A usual basis com- 
mon to industrial enterprises is to class 
as active all raw materials useable upon 
current production and all manufactured 
parts or completed products which are 


may involve 


advance of inventory 


saleable within a reasonable period for 
the business under consideration. Where 
the enterprise has a considerable call 
for repairs and replacements on past 
models, the inactive list may be priced 
below its full value. Where this con- 
dition does not exist, the inactive list as 
a whole can be safely called obsolete and 
valued only at scrap value. Of course, 
wherever the product design has actually 
changed, the former article still on hand 
becomes immediately. The 
general rule of procedure should be for 
all obsolete material, to be disposed of 
immediately and called scrap. It merely 
clutters up the shop, takes up valuable 
room in the 
disadvantage of the production policy in 
general. 

Another step in preparation for the 
inventory is the bettering of the factory 
operating conditions with the inventory 
in mind. 


obsolete 


storerooms and works to 


This concerns itself with the work in 
process. Inventory time provides a 
logical and ideal time for putting the 
factory in order. While in theory, the 


Continued on page 24) 
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Accountancy in England 


From across the waters comes news of 
the appointment of a perpetual commit- 
tee to insure, so far as is humanly pos- 
sible, that the ownership of the London 
Times “shall never be regarded as a mere 
matter of commerce, to be transferred 
without regard to any other circumstance 
to the highest bidder, or fall, so far as 
can be foreseen, into unworthy hands.”’ 


It is of interest to note the structure of 
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this committee constituted of five men no 
less eminent than the following: 

The Lord Chief Justice of England, 

The warden of All Souls’ College, 

Oxford, 
The president of the Royal Society, 
The president of the Institute of 
Chartered Accountants, 

The governor of The Bank of En- 

gland. 

Composed as it is of the judicial, 
academic, scientific and financial ele- 
ments of the nation’s life, it should be 
one which will render all possible wisdom 
in its selection of the future owners of the 
London Times. 

The position which public accountancy 
occupies in England is well indicated by 
the fact that the president of the Insti- 
tute of Chartered Accountants is named 
as a member of such a distinguished com- 
mittee. 


Reserve for Taxes in Balance 
Sheets 

The following bulletin, sent out to the 
members of the staff at the New York 
office regarding what has, in the war and 
post-war years, become a most important 
item to be considered in setting up a 
balance sheet, is reproduced here for the 
attention of the members of our organ- 
ization at our other offices. 

The question of the exact amount of 
reserve which should set up for 
Federal income and profits taxes and 
other taxes are frequently affected by the 
fact that the client has proposed addi- 


be 


tional assessments pending before the 
Federal or State tax authorities. Ordin- 
arily, there will not be any difficulty in 
setting up a reserve for the current year’s 
earnings, although in this respect, too, 
this item may be affected by deprecia- 
tion questions pending before the Treas- 
ury Department. In order to avoid the 


possibility of understating (or omitting 
































entirely) necessary reserves fer taxes, the 
Tax Department should be consulted as 
to whether any matters are pending 
before the Treasury Department, or as 
to whether any matters are likely to be 
brought up by the Treasury Department 
While the Federal 


taxes are the chief concern in this matter, 


for previous years. 


there have been cases where clients have 
pending proposed additional assessments 


of State taxes. In some cases, clients 
had not paid State taxes for several 
years, due to certain differences of 


opinion existing between the client and 
the tax authorities as to the correct basis 
of the State tax. 

In those cases where the tax matters 
of the client have not been handled by 
the firm, specific inquiry should be made 
of the client as to whether or not prior- 
year tax returns have been audited by 
the Treasury and whether any additional 
taxes have been proposed and the present 
status of the case. Get details regarding 
the additional assessments, as they may 
result in additional taxes for years sub- 
sequent to those examined. If necessary, 
the Tax Department should be consulted 
for the purpose of reviewing the client’s 
tax matters, in order that the balance 
sheet will contain sufficient reserves, or 
at least a reference to any unusual con- 
dition affecting the tax reserves. 


Public Utilities and Depreciation 

Until recently public accountants have 
been quite alone in their support of the 
position that public utilities should make 
proper provision for depreciation. It is, 
therefore, with considerable interest that 
we note the position taken by the Public 
Utilities Board of New Jersey, holding 
that a certain public utility must make 
proper provision for depreciation before 
declaration of further dividends. 

The following news item appeared in 
the New York Times of May 15th: 
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\n order issued by the Public Utilities 
Board today takes issue with the con- 
tention of the Public Service Railway 
Company that earnings in 1923 did not 
justify setting aside more than $550,000 
for depreciation and directs that no 
dividends be paid until the full amount 
of $1,100,000 be set aside as directed in 
a previous order, which the board holds 
to be not an “unreasonable stipulation.” 

The board directs the company to 
charge to an appropriate expense account 
$800,000 for depreciation, and further 
directs that up to and including July, 
1926, the company shall pay periodically 
into the proper account sums to aggre- 
gate $300,000, and concurrently to credit 
these amounts ‘*To accrued depreciation 
of road equipment”’; that is, to deprecia- 
tion before the board’s order was first 
issued in 1921. 

The company is ordered to re-form its 
books of account from January 1, last, 
to conform with the conclusions of the 
board. 


It is of further interest to note, in 
connection with the subject of deprecia- 
tion, that while the Uniform System of 
Accounts for Gas Corporations and for 
Electrical Corporations recently pre- 
scribed by the Public Service Com- 
mission of the State of New York does 
not provide for depreciation reserves, as 
such, similar provision is made in the 
form of a ‘Retirement Reserve,” the 
offsetting expense account being ‘ Re- 
tirement Expense.” 


A Rule of Three 


Three things to govern—temper, tongue and 
conduct. 
rhree things to cultivate—thrift, industry and 


promptness. 

Chree things to despise 
ingratitude. 

rhree things to wish for 
contentment. 

Three things to admire 
intellectual power. 

rhree things to give—alms to the needy, com 

fort to the sad, appreciation to the worthy. 


cruelty, arrogance and 
health, friends and 


dignity, gracefulness, 
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Office 
BOSTON 


He won’t let us keep the shades drawn 
and burn the lights in the daytime; he 
won't let us smoke our pipes out when 
the clock says two-thirty; he won’t put 
us at our ease when he catches us coming 
in late because our train is late; he won’t 
let us split an infinitive now and then; 
he won't let us rest on our heels or our 
laurels—nevertheless we have great af- 
K.* and were delighted 
when he arrived from England on August 
30th. We can’t help being curious about 


fection for C. T. 


the packages that accumulated in his 
office while he was away, but we’re not 
going to let our thirst for information 
overcome our warm regard for our pay 
envelope. 

Even if we hadn’t had advance word 
of C. T. K.’s arrival we would have 
known something was up by the strange 
behavior of Miss Holmes. Miss Holmes, 
we are sure, is conscientious and means 
to do the right thing but, really, we don’t 
recall having seen her in the office for so 
long at a stretch since last May as she 


has been since August 30th. First it 
was Bermuda—then Cleveland—then 
camping, etc. 

* kK * 


Some may believe that Joseph J. Pugh 
is with us because his father tried to lick 
him (at and found he 
couldn’t, but we know it is because his 


golf, of course 


father feels that nothing is too good for 
his son! We extend to Mr. Pugh a cor- 
dial welcome on his own and promising 
account and assure his father that we’ll 
remove any Philadelphia 
training in six months. 


vestiges ol 


xk *k * 


“Bout” says he went fishing when he 


was in Maine. Without being too per- 
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Notes 


sonal, we admit it after one glance at the 
His tales lack initiative, 
imagination and zip, however. 

Our old boys are always most welcome, 
as we tried to demonstrate to Ladd and 
Homer Sargent this summer. 

John Moore returned from a bathing 
He 


says it was caused by diving for coins, 


nose of him. 


resort with badly inflamed eyes. 


but we’ve never seen anything in the 
shape of a coin that could impair our 
vision at the seashore or elsewhere. 

Elliot Hughes laboriously explains, as 
part of his summer outing, that it is only 
a short walk from Bailey’s to Orr’s (these 
are Maine points of interest), but that the 
walking is uncertain because of the inter- 
vention of the Atlantic which, in that 
vicinity, has the right of way. 


* * 


We were at a loss to understand 
‘Tommy’s”’ for tennis matches 
this summer until we learned that he was 
accompanied by Mrs. Thompson. We 
learned also that Miss HelenWills played. 
(Editor.—The explanation is yet simpler. 
“Tommy's” figure is so stalwart that, 
from the love of contrast, he is fascinated 
by the sight of people who can, and do, 
run!) 


ardor 


Mr. Sweet has worked through the 
summer on his garden, so he claims, 
without a let-up—except once when he 
mislaid his fountain pen. 


* 
Miss Wadlin, of the Washington office, 
came to see us on her way to Maine. 
*k Ok 
Jack Morrill is with The Rock Manu- 
facturing Company. 


Editorial Comment: “C. T. K.” is the incognito title of the head of the Boston office, making 


special research studies. 























Pike, Gregg and Hunter have a new 
boy, a new girl and a new girl, respec 
tively; they are lucky and busy. 

Robinson “‘hopped off”? with Florence 
Augusta Dunham on July 20th amidst 


the plaudits and good wishes of the 
“bunch.” 
* * * 
The Associated Industries of Massa- 


chusetts has announced the appointment 
of a committee to study the question of 
prices paid for power and the cost of pro- 
ducing power. The this 
committee are: 

Prof. D. C. Jackson, chairman; head of the 
Electrical Engineering Department of the 
Massachusetts Institute of Technology and a 
member of the firm of Jackson and Moreland. 

Alvin T. Simonds of the Simonds 
Manufacturing Company of Fitchburg, 

John C. Robinson of Springfield, 

L. B. Nash of Stone & Webster, Boston, and 

W. B. Gibson of Lybrand, Bros. & 
Montgomery. 


members of 


Saw 


Ross 


The work of this committee promises 
to be of great interest and potential value 
and the Boston office is proud to have a 
member of its staff associated with so 
distinguished a group of men. 


* * * 


We note in the August bulletin of The 
National Association of Cost Accountants 
the review by Mr. Sweet of ‘“The Funda- 
mental Principles of Purchasing.” 


CHICAGO 

For some unknown breach of office 
discipline the extreme penalty was in- 
flicted on the writer and he was given the 
assignment of preparing the Chicago 
office notes for this issue of the JOURNAL. 
The only instructions accompanying the 
assignment were in the suggestion that 
they be given the vacation or “picnic” 
flavor. 


As previously reported, Mr. Power 
(our foreign correspondent) spent several 
weeks of his ‘ 


vacation”’ in the hospital. 


FO 
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For the first time in the annals of 
medical science it has been demonstrated 


that appendicitis is contagious and 
Henry did it. Two weeks after his oper- 
ation the night nurse contracted the 


trouble and was forced to undergo a 
similar operation. It is expected Mr. 
Power will soon give us details of this 
extraordinary situation in his report on 
“hospital operations.”” We are particu- 
larly desirous of learning just how the 
‘“‘oerm”’ was transmitted. 


* ++ 


Messrs. Miller and Lenhart spent their 
vacation time in pursuit of golf balls. 
They state the losses exceeded the gains 
and recoveries on most engagements. 

* * * 

For a change and rest the Misses Casey 
and Ayers chose the Canadian Rocky 
Mountain trip to Portland, Oregon. Miss 
Casey intimated that the railroad com- 
pany got ‘“‘the change” and the hotels 
“‘the rest.” 

Miss Kloepfer spent several weeks 
convincing her proposed “‘in-laws”’ that 
she would make a practical addition to 
the family. 

Messrs. Hoffman and Nicklaus trained 
extensively for the matrimonial race now 
being staged. No handicaps have been 
fixed as yet and the honors are evenly 
divided. 

Mr. Hoffman and his fiancee, heavily 
chaperoned by the latter’s parents, her 
sister and a tutor, whiled away the happy 
hours of their vacation at Paw Paw Lake. 

*x * * 

Bill Scharlow went swimming. 

Other members of the staff refused to 
divulge the nature of their vacation activ- 
ities—either intentionally or otherwise. 

We wish to acknowledge receipt of 
postal cards from the Misses Boylan and 
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Perkins of the Detroit office, who were 
Miss 
Boylan’s remarks about “thrills,” ‘‘ two 


spending their vacations abroad. 
very dark eyes,” and ‘‘an extremely wet 
country’ merits a more extensive report. 


The Chicago office, always alert to 
adopt the latest in office practice, etc., 
wishes to claim the honors with respect 
to bobbed hair. At the present time all 
the feminine members of the force, with 
one exception, have shown their oppo- 
sition to ‘the 


maintaining covered 


wagon.” 


During the summer we were favored 
by visits from Mr. T. Edward Ross, Mr. 
Pugh and Mrs. Sharp, all of the Phila- 
delphia office. Mr. Buchanan of the San 
Francisco office also dropped in to pay 
his respects while on his way east with a 
client. Mr. appearance 
tends to convince us of the truth of pub- 


Buchanan’s 


lished statements concerning the advan- 
tages of the Frisco climate. 
SR TARA RRO RNID 

In the death of David Dickson, the 
Chicago office staff has lost a highly 
valued member. Mr. Dickson died 
August 13, 1924, the day following his 
departure from the office for a vacation. 
Apparently in good health, after playing 
a game of golf he passed away suddenly 
and quietly, presumably of heart trouble. 

We shall always remember Mr. Dick- 
son for his genial disposition, his gracious 
and dignified manner; he 
gentleman. 


was a true 

His loyalty to, and faith in, our or- 
ganization were evidenced by his desire 
that his friends become our friends and, 
if possible, our clients; and he accom- 
plished much in this direction in the too 
brief period he was with us. 

Our heartfelt sympathy goes out to 
his bereaved family. 











FS OTRNAL 
Eprror’s Notre: Herewith is printed a letter 
received from Mr. Powers while in the hospital. 
Chicago’s query, we note, is not answered. 
Dear Mr. Eprror, 
I well realize that it is very bad taste for the 


correspondents of our worthy publication to 
make any reference to themselves in these pages 
but under the circumstances I believe it would be 
pardonable if | make some slight reference to the 
absence of any word from 
this journal 
During the early part of last June that portion 
of my anatomy known as the vermiform appen 
dix became so unruly that it was painfully evi- 


ne in the previous 
Issue Ol 


dent to me that we could no longer live in har 
mony. A lifelong association would have to be 
abruptly terminated if | wished to write any 
more letters to the JouRNAL. The fight was 
pulled off in the town where Dempsey licked 
Willard Toledo, Ohio. My seconds were 


Messrs. Sinclair of Cleveland, Wiles of Chicago 
and Rose of Detroit. The actual fighting time 
was not long and my opponent was left dead at 
the vayside. However, he fouled me severely 
the belt and it was only due to my seconds 
that I managed to survive the encounter. 

‘he fact that I have had a little additional 
carpenter work done on my anatomy explains 
the address* on this paper. 

I will surely try to make up for lack of news 
in our next issue. 


below 


Sincerely, 
H.C. Be, 
Chicago’s Correspondent. 
*Presbyterian Hospital, Chicago, Ill. 


CLEVELAND 

First prize for diversified forms of 
vacations is confidently claimed by the 
staff of the Cleveland office. Methods of 
travel ranged all the way from the 
dernier cri of transportation, the aero- 
plane, through the automobile and rail- 
road to horseback. One member of the 
staff even insists that only the timely 
arrival of pay day saved him from return- 
ing on foot. 


Mr. McQuilkin combined patriotism 
with pleasure, substituted C. P. A. for 
Ist Lt. U. S. A., and attended the train- 
ing camp for Reserve Officers of the Air 
Service at Dayton, Ohio, where he re- 
newed his skill as a pilot. 
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Mr. Warren, who still retains his resi- 
dence down state, devoted his vacation 
to his favorite pastime, riding. During 
part of the time he rode the donkey at 
the state convention of the Democratic 
party, of which he is one of the most 
ardent The balance of the 
time was spent at his home and devoted, 


members.* 


we are told, to renewing his equestrian 
experiences. 
Kk * * 

Mrs. McLaughlin, in a spirit typical of 
modern woman, traveled by aeroplane 
to her native home in Pennsylvania. The 
experience produced a series of vivid im- 
pressions, but the impressions evidently 
lack definite form and are therefore diffi- 
cult to impart to our subscribers. 

The decision by Mrs. McLaughlin to 
make the trip was induced entirely by 
misplaced confidence in certain members 
of the staff who formerly served in the 
air forces. Mr. McQuilkin advised her 
that aviation was life’s greatest pleasure 
and now so safe that at the summer re- 
sorts planes were rapidly replacing roller 
chairs. 

Mr. Warren stated that if it was the 
first “hop” it would be all right, but that 
personally he had given it up as too 
tame and lacking in thrills and really 
didn’t intend to take it up again unless 
his insomnia returned. 

Her spirit bolstered by the blase atti- 
tude of her associates, the approaching 
trip held no fears or terrors for her. 
Confidentially, we are informed that the 
take off was to be witnessed by several 
State and Federal dignitaries and that 
the bold aviatrix had just the sweetest 
costume, so you see we simply had to go. 

During the absence of Mrs. McLaugh- 
lin the duties of the office devolved upon 
Miss Brown, who was recently added to 


“EDITORIAL NOTE: 
for the reason that Mrs. Warren is a Republican. 


structive conversation of an argumentative character within the happy little domestic circle. 
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the personnel of the Cleveland organi- 
zation. 

Prevented so far by the exigencies of 
himself on a 
regular vacation, the chief is devoting 


business from absenting 
himself assiduously to his avocation of 
literature. Thus far, it is true, his efforts 
have been in the way of collecting ma- 
terial. Judging, however, by his ability 
as a raconteur, we are expecting some- 
thing really worth while in the literary 
annals of the time, when he is able to 
Mr. Sinclair 
is a member of the Canterbury Golf 
Club and, if published under the title of 
‘Modern Canterbury Tales,” in eighteen 


reduce his tales to writing. 


or nineteen cantos, we are confident that 
the blind poet’s work will have a worthy 
twentieth-century prototype. 

The hero of the tales, of course, is not 
We are told that 
the dictates of business re- 


always triumphant. 
frequently 
quire that a client should win a match 
and this result is usually accomplished 
without particular effort on the part of 
This, however, will only add 
will 


the boss. 


the spice of variety that insure 


popularity. 
DETROIT 
“Vacations may come and vacations 
may go, but work goes on forever.” 
Tennyson in 1924. 


George E. Long, the only man we know 
of who lives up to his name (he is six 
feet, four inches) was loaned to us by 
the Chicago office for about two months. 
Nearly every; Sunday during that period, 
he could be found out on the golf links 
chasing the ‘“‘little pill,” always assisted 
by members of the office. Mr. Aughe, 
who plays an excellent game, heard so 
much talk about golf during that time 
that he had decided it necessary to take 


In justice to his judgment it appears that he insists upon being a Democrat 


This diversity of political affiliation promotes in 
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George on and give him some real com- 
petition. It was hoped by the golfers 
in the office that this match could be 
staged before George left but the weather 
Well, every- 
thing comes to him who waits. 


always seemed to interfere. 


* 


We are listing below some of the long 
distance trips made by members of our 
Our local statistician has 
not computed the mileage covered in 


organization. 


these jaunts, but he assures us that 
Detroit probably holds the record. 
Three of our organization went to 
Europe. Mr. Fitz-Gerald visited Eng- 
land, Ireland, and France. Miss E. M. 
Perkins stayed most of the time in 


England, but managed to make a flying 
Miss Winnifred Boylan 
England, Ireland, 


trip to France. 
took in France and 
Belgium. 

* ok * 

M. i Boyd took it upon himself to 
drive back to his old haunts in Boston 
and around Cape Cod. 

* * 

Two of the office force decided to go 
out to the “great of the 
“wild and woolly west,” “‘where a man’s 


open spaces” 


aman,’ etc. Russel I. Rose went through 
Yellowstone, down through Salt Lake 
City, Colorado Springs, Denver, Kansas 
City, St. Louis and home. E. J. Barr 
went to Rocky Mountain National Park, 
hiking up Long’s Peak (14,255 feet), and 
sundry other mountains. Then he went 
to Wyoming and worked a month for 
the U. P. R. R., first as a flunkey in a 
D. C. & H. outfit, and then as a car- 
buckler. 

Harry Aughe and Louis Rose went to 
Ohio. Harry drove to Dayton, Ohio, 
where he devoted his time to golf. 
‘Reg’ Harvey, our demon office boy, 


oF OO RN & £. 


has challenged him to a round of eighteen 
holes, an event which will certainly draw 
a big crowd. ‘‘ Louie” decided to work 
on the farm for a little while. When 
told by his brother and others that he 
would not stay more than a few days, 
he resolved to prove that he could. As 
a result he stayed there one month, 
coming back with a few man-sized cal- 
louses on his hands and a beautiful coat 
of tan. 


Miss Boylan said that with one excep- 
tion she had a “wonderful” trip. It 
that while she was riding in a 
jaunting car in Ireland the ran 
away, throwing her out and causing her 
to receive a severe cut on the forehead. 
She has decided that 
much safer. 


seems 


horse 


automobiles are 


M. Jj. 
small city in Canada, came upon a long 
procession of automobiles which he 
joined, thinking that the traffic laws 
forbade “cutting out.” In the mean- 
time, he and his friends were having an 
uproarious time, laughing and joking. 
About ten minutes later much to his 
surprise he found that he had joined a 
funeral procession as an uninvited guest. 


Boyd, while going through a 


* x 


One of the men here remarked that he 
wished the New York office would send 
a letter around the various offices, telling 
them where to get some good golf balls 
for about ten cents each. 

S$ & 2 

We are glad to welcome Mr. W. G. 
Mitchell to our staff. 

LOS ANGELES 

The idea, conceived in wisdom and 
foresight, of moving from the congested 
district to a quiet, peaceful location, has 
worked out beautifully. No longer does 
the crash and clatter of street cars at 
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crossings shake the 
upon the eardrums. 


building and beat 
No longer do the 
shrieks of newsboys and the traffic signal 
bells harass the busy accountant striving 


to concentrate on his work. No longer 


do the politicians’ bands and the fire 
engines cause a hiatus in the revenue 
produc ing activities of the office. Peace 


and quiet reign about and within. 

Of course there is an occasional divert- 
ing sound to remind us we are still of 
this world. The emigrant from a certain 
sunny country passes in his eighth hand 
‘Lizzie’? and_ shrieks 
culls and overripe fruit. 


bargains in 


The 


next door with vacuum sweeper obligato 


his 
victrola 


makes the very air tingle with jazz. 
Occasionally a peevish baby voices its 
demands. 

But withal a general atmosphere of 
dignity and quiet pervades the entire 
office, which promotes efficient work and 
general well being of the entire staff. 
We enjoy fresh portions of the ocean 
tempered breezes and we get our sun- 
shine first hand and full measure. 

* 


Mr. Bottenfield retreated to Big Pines 
off Cajon Pass, where he camped, hiked, 
rode horseback and had a quiet, restful 
time. 


Mr. Campbell enjoyed a trip to Cata- 
lina Island on Tom Mix’s yacht, after 
which he toured up and down the coast 
from San Francisco to San Diego. 


* * * 


Mr. Cunningham made the rounds, 
including Big Trees, San Francisco, 
Sacramento and Sequoia National Park. 
He used up 1854 miles without trouble 
of any nature. 


* * * 


Mr. Abbott roamed Southern Cali- 


fornia, taking in Tia Juana, San Diego, 
Santa Barbara, Riverside and interven- 





FOURNAL 19 
ing towns, returning sunburned but 
happy. 


x * 


Mr. Allingham took an ocean voyage 
to Catalina Island, where he fished (or 
tried to), swam indis¢ reetly, played golf 
without a hat and got sunfried. 


Mr. Hamilton took a most interesting 
trip along the eastern skirts of the High 
Sierras to where a new auto road had 
just been opened into the Mammoth 
country, the 
trout. His 
size and quantity of 


of 
the 
are 
One 
some 


place 
about 
caught 


Lakes abiding 
remarks 
fish 
within the bounds of credulity. 
night attacked 
horses and the clamor awoke the camp 
to action. 


many 


a mountain lion 
Returning he came through 
Tioga Pass into Yosemite Valley and 
thence on back to where they all come, 
Los Angeles. He with one an 
impression of an interesting, enjoyable 
trip with no trouble, no flat tires, no 
regrets. 


leaves 


Mr. Hamilton, Jr., went to Camp 
Baldy for several days, finishing out 
with trips to the various beaches. 

“es 

Mr. Black, Mr. Kerr, Mrs. Mercer 
and Mr. Parker are still enjoying their 
vacation in anticipation. 

x * * 

Mr. Mackenzie has just come back 
from a three weeks trip that rouses 
generalenvy. Train to Missoula, Mont., 
that beautiful little city nestled among 
the pine covered mountains. Packard 
six, fifty miles to Salmon Lake. Fifty 
more miles to end of road, then forty 
miles by pack mule and hike to the 
south fork of the Flathead River. Ten 
days of fishing where you could fill your 
creel every trip. Brook trout one-half 
to two pounds. Dolly Varden trout up 
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Think of 
fishing where there are plenty of hungry 


to nine and one-half pounds. 


trout! He is vociferous in his approval 


of dirigible tires on mountain roads. 


He insists that they are the wren’s wrap. 


x *k* * 
Mr. Morgan traveled by the Coast 
route to San Francisco, where he 
enjoyed the fog and extremely cold 


weather, and returned | 


y the inland 
He clocked 1300 
miles and reported no trouble. 


k *k * 


route via Bakersfield. 


Mr. Scranton is away on his vacation 
and we hope that he can come home with 
good reports. 

kK *K * 
Fran- 
cisco and spent some time at Santa Cruz 
She little 
tire trouble, but her car seems to be as 


Miss Tuchsen motored to San 


with relatives. intimates a 


good as ever. 
os + 
Miss Valk visited various beaches and 
went to San She has 


several photographs from which we can 


even Francisco. 
believe her version of a restful, enjoy able 
time. 

*x* * * 

Mr. Vine reports a 3390.1-mile tour, 
two punctures and one blowout as the 
outstanding features of his trip, includ- 
ing a narrowly avoided collision with a 
wild bear. He mentions National 
Park, Columbia Highway, Big Trees of 


very 


Santa Cruz. Great time, pleasant people 
everywhere, he says. 
* * * 
Mr. Zanteson 


Balboa Beach, where he fished, swam, 


spent his vacation at 


caught cold and got sunburned. 
kk * 
talks with 
people leave a lingering impression of a 
vast and wonderful Western Country 
that captivates the mind of the beholder 
and calls him forth at every opportunity 


These our homecoming 


to enjoy the out-of-doors. 
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NEW 


YORK 


Mr. Lybrand, representing the Ameri- 
can Institute of Accountants, 
an address before the Dominion Associa 
tion of Chartered Accountants at its 
annual convention held at Quebec from 
September 10th to 12th. 


* * * 


deliv ered 


We note in The 
Commerce 


leeountancy and 
Journal for September a 
reprint of “Value of a High Purpose,” 
which appeared in the January issue of 
the L. R. B. & M. JourNAL. 
kK * 
John A. 


family tree of his own. 


Farrar has recently started a 
We are told he 
little daughter waiting for 
him in Texas. 


now has a 


“Bish” 
the 


is now more lively than in 
After a attack of 
pleurisy and a speedy convalescence, he 


past. severe 


is once more ‘distributing his smiles 
around the office. 
Speaking of sickness, H. C. Coney 


battled with appendicitis, was licked, 
and now is back with us. 

Charles A. Williams, comptroller of 
the American Safety Razor Corporation, 
was a the article 
“Controlling the Labor” appearing in 
the August official publication of the 
National Association of Cost Account 
Mr. Williams is an old L. R. B. & 
M. man of pre-war days, who is still 
well and pleasantly known to the 
partners and various members of the 
staff at this office. 


s&s 


co-contributor to 


ants. 


In looking over the vacation list of 
the report department staff, we observe 
that they 
themselves. 
her old home at 
Wolverton 


seemed to have enjoyed 
Miss Beatty went back to 
Cooperstown, Miss 
motored to the Delaware 























Water Gap and returned on schedule 
time. 

Canada called to Miss Baker and she 
accepted. S’funny why so many go to 
Canada! Miss Morris chased all the 
wild animals (or them) at 
Yellowstone Park. The crowd at the 
beaches was increased by the presence 
of the Misses Keeland, MacLean and 
Heines and Mr. Hannan. No, Mr. 
Hannan went to Asbury Park and the 
others to Atlantic City. 

Mr. Gardner went to see Washington’s 
Headquarters at Newburgh or possibly 
to pick oranges at Orange Lake. 

We can’t get much information from 
Mr. Harnick. He spent his vacation at 
Lake Hopatcong and we assume his wife 
accompanied him. 

Miss Salzer, we understand, took a 
real rest 


some of 


at home. 


* * * 


July 4th will mean more than fire- 
crackers and tin horns for Mr. Bergman. 
He has now a patriotic daughter born 
on Independence Day. 

*x* k * 

Tufel and Davis can’t seem to let 
their work alone, even if they do take 
their vacation piecemeal. 

Mr. Bacas “motored” to Belgrade 
Lakes and return. From his statements 
concerning this trip, there were too 
many left-handed turns. By the way, 
we never did ask him what it costs to 
lose a spare tire and carrier from the 
rear of one’s car. 

** * 
Commendations 
are some of the favorable 
which we have received 
mending the efforts of our staff. 


Below 
letters com- 
Lybrand, Montgomery & Ross’ repre- 
sentative, Mr. Inch, has left here having 
completed his work, and we feel sure 
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that you will find it laid out in a very 
satisfactory manner. 

Mr. Inch was an exceedingly hard 
worker and accomplished the job without 
assistance other than the necessary in- 
formation which we were able to give 
him. I believe he has done the job in a 
most conscientious and thorough way, 
and, it seems to me, in a surprisingly 
short time. 

[ think a word of commendation for 
such excellent would not be 
misplaced. 


service 
* * * 

In handing you Mr. ’s check in 
settlement of the enclosed bill, I beg to 
express to you, and also to Mr. Jonah, 
my appreciation of the work which has 
been done. The system which you 
initiated works very well, and is pro- 
ductive of much satisfaction. 

* OK OX 

We are pleased to enclose our check 
in payment for the services of Mr. Stock, 
who spent some little time with us, 
making a study of our various depart- 
ments with an idea of simplifying our 
system and reducing expenses. 

We wish to take this opportunity of 
saying that the work done by Mr. Stock 
has been very satisfactory, indeed. 
Practically all of the suggestions made 
by him we have been able to follow to 
advantage. 

* * * 

We beg to acknowledge your report 
of September 8th, addressed to our 
Mr. , Vice-President, and wish to 
thank you for same. 

We also wish to state that we are 
very much pleased with the assistance 
given us by your Mr. Stock and Mr. 
Coffey. 

PHILADELPHIA 

W. H. Van Hekle of this office pre- 
sided over the southeastern regional 
meeting of the American Institute of 
Accountants held at the Hotel Du Pont, 
Wilmington, Delaware, on June 25th 
and 26th. 

















SAN FRANCISCO 

The editor having asked that our news 
notes have a vacation flavor this month, 
and the correspondent having been out 
of the office, we felt obliged to ask for 
help from the members of the staff. 
Judging from the responses, their re- 
spective vacations were matters of state 
secrets. 

Perhaps, however, the reason is that 
suggested by Mr. J. N. Harris, formerly 
of the Boston office, who has joined us 
since the last writing. He says: 

‘I would say that vacations are not 
The air is so 
cool and invigorating that the days fly 
Or is it the 
monotony and certainty of the climate 
from 


needed in your climate. 
by without leaving fatigue. 


which one finally seeks relief? 
Cussing the weather is a forgotten art 
out here, I have observed.” 


k Kk * 


It is rumored that “Sid” Skinner of 
the System Department has at last 
taken a vacation. A System Depart- 
ment man is not supposed to do that, 
However, “Sid” disappeared 
the other day and has not been heard of 
since. 


of course. 


No one kas ever yet discovered 
where he goes on these rare occasions, 
but our three best guesses are that it 
must be either Tia Juana, Mexico, 
prospecting for gold in the Sierras, or 
reviewing the bathing beauties at Nep- 
tune Beach. 
* *k * 

One of the boys asked Art Whifler to 
recommend a good place where one 
could spend a vacation “isolated and 
cut off from the entire world.” “Try a 
telephone booth,” said Art. 


se 


* * * 

Mr. George Klink and wife left for 
Europe June 4th for an extended tour 
and will sail from Naples on their return 
trip October 14th. Members of the staff 
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have had many cards and letters from 
Mr. Klink, and his brief comments on 
his experiences have been even more 
enjoyable than the pictures. 

Fish stories are expected during the 
vacation season. 
heard in the office was told by Mr. 
Harry Cooper. Mr. Wilson had been 
telling that Mr. Cooper, while on vaca- 
tion, had ‘“‘landed a ten-pound trout in 
four minutes at Lake Tahoe.” Mr. 
Cooper, on being asked to verify this 
for publication, replied, ‘* Yes, it is true 


The best one we have 


that is, it is all true except five points 
first, it was not a ten-pound trout, 
it was a twenty-pound one, 
—second, it was not four minutes, it 
was two minutes, 
—third, it was not Lake Tahoe, it was 
Lake Mono, 
fourth, it 
boatman, and 
—fifth, he didn’t land it, he Jost it.”’ 


was not J, it was the 


* * * 
Commendations. 

The following letter has been received 
from one of our clients, a well known 
manufacturing concern. It is signed by 
the President: 

‘I want to take this opportunity of 
thanking you for the promptness with 
which you have presented us the report 
of our operations for the first six months 
of the year, ending June 30th, 1924. 
Both this report and the last one sub- 
mitted by you have been very concise 
and intelligent and are of real value to us. 

“Your practice of sending the same 
auditor to do this work covering the 
different periods has been a great con- 
venience to us. It has been a pleasure 
to work with Mr. Egan and the results 
he has accomplished in the short time 
he has been here with us has done much 
to strengthen the pleasant relations 
between us.” 




















LR. B. 


At the San Francisco Chapter meeting 
of the National of Cost 
Accountants held on June 23rd, Mr. A. 
J. Carson of this lectured on 
“Silver Exchange Accounting in Oriental 
Trade.” 


Association 


office 


SEATTLE 

During the summer we have had the 
pleasure of receiving visits from Mrs. 
E. W. Sharp, of the Philadelphia office, 
Mr. Frank H. Suffel of the Los Angeles 
office, and Mr. Robert Buchanan of the 
San Francisco office. 
tacts with the other centers of the firm’s 


These brief con- 


activities are very welcome and we hope 
representatives of other offices will find 
their way to Seattle from time to time. 

Vacations for most of the members of 
the staff have been postponed until the 
hunting season. Miss McClellan, how- 
ever, succeeded in staying away from 
the the regulation 
vacation Unfortunately her 
activity was limited during her absence 


lor at 
period. 


office least 


by reason of a dislocated hip, which 
required her confinement in the hospital 
for several weeks. She is with us once 
more, much improved in health. 

Mr. Burton spent ten days camping 
with his family at “Hell’s Half Acre,” 
a beautiful spot on Lake Washington, 
within less than an hour’s journey from 
the business center of Seattle. The place 
appears to have derived its name from 
the district described so vividly by 
Dante, but resembles it in no respect. 
It was doubtless its contrast to the 
locality Dante had in mind that inspired 
the name of the Lake Washington spot. 

Mr. William L. Cramer, C. P. A., and 
Mr. L. G. Mitchell have joined the 
Seattle staff. 


WASHINGTON 
The vacation calendar in Washington 
for the past season cannot be considered 
a record. 


Though, perhaps, we have 
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slumped in this respect, our casualty list 
isabnormal. Three of the members only 
to date have enjoyed their rest, recrea- 
tion and comfort. Two of the three 
since their return have contributed to 
the medical profession, Miss Mattingly 
and Miss Wadlin being the victims. 
Miss Wadlin is still in the convalescent 
Miss Mattingly has been dis- 
charged from the list of wounded and 


stage. 


marked for duty. 

This record seems to deter Mr. Haynes, 
Mr. McGuire and 
still on the waiting list. 


Miss Cook who are 
Mr. McGuire 
expects soon to risk two weeks in Massa- 
chusetts and thinks he can pull through 
safely. 

Miss Cook is awaiting winter weather 
so she can skate and toboggan in some 


Northern state. We anticipate the 
experiment will not be repeated. 
It is our understanding that Mr. 


Bolinger was nearly “‘casualtied’’ when he 
visited old acquaintances in Texas (in- 
cidentally we think he voted for a woman 
Governor), but he somehow managed to 
and benedict. 
This assertion is made “subject to cor- 
rection upon a new showing of facts.” 
He reported a heat wave in Texas but a 
better one in Washington—the thermom- 
eter registering 106 degrees the day of his 
return. He must have had a fine time 
as he still muses over his recollections. 
* * * 

Miss Wadlin, like President Coolidge, 
took her presence to the hills of New 
England. She reported the cows and 
chickens in good health, but failed to 
mention the sap bucket. All in all, news 
of her trip is scarce—but what news can 
one bring from Maine? 

Miss Mattingly left one evening and 
returned one morning two weeks later. 
That’s all we know of her. Two days 
later she mistook her cheek for her hair, 
or the mirror slipped or something and 


escape arrived back a 
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she curled in the wrong place. The red 
stripe is fast disappearing. 

We venture the challenge that Mr. 
Haynes is the Walter Hagen of L. R. 
B. & M. with a 79 on Columbia Course, 
a par 72—opponent keeping the score 
and no putts conceded. 


Preparation for Inventory 


(Continued from page 11) 


production system or production plan is 
supposed always to keep production 
orders with shipments, it never really 
works out this way. While the oldest 
dated orders are supposed to have been 
pushed through ahead of more recently 
dated ones, it is really surprising at 
inventory time to find the sometimes 
almost chaotic condition of the factory 
order situation. In preparation for 


inventory, the production department 


can make a new starting point for itself, 
can please the customers with unexpected 
deliveries and can work out assembly 
department and shipping room problems 
by a little judgment and care. A work 
in process inventory is difficult to take, 
difficult to value and difficult to check up 
with cost department records. If the 
production department will start suffi- 
ciently in advance of the inventory and 
clear out all old existing orders on the 
floor and get orders moving to the 
shipping room, the production progress 
records will become the first check on the 
actual inventory taken in the shop. The 
production department should be careful 
not to put anything into work in process 
which will not help the production situa- 
tion or sales up to inventory time. This 
should not be construed as a statement 
to the effect that the production depart- 
ment would cease any operations. It is 
quite possible to make a clean inventory 
and still not hamper sales in any way. 
In other words, inventory taking should 


-JOURNAL 


not be merely from the accountant’s 
viewpoint, but it should be a general 
yearly “clean-up” of all departments, 
not only the individual departments but 
also the production department itself. 

The inventory should be vitally im- 
portant to the production end of the 
business. If it is prepared for and finally 
taken with this angle in mind, namely, 
that of aiding the future production 
situation of the enterprise, then the 
inventory cannot help but be a good one 
from the accounting viewpoint, because 
it will naturally have eliminated obsolete 
stock, inactive stock, it will have 
balanced work in process, etc. 

In addition to the preparation of the 
work in process, finished part stock, 
partly finished stock and finished stock, 
a general preparation should be made in 
the raw material and supply storerooms. 
These items can also be segregated as to 
active and inactive in advance of actual 
inventory. Provision should be made 
for better storing of materials, erecting 
of new bins, shifting from one bin to an- 
other to facilitate better the storekeeper’s 
problems in handling, and all matters of 
this kind should be straightened out as 
far as possible in advance of the actual 
inventory. 

When all of the above matters are 
considered several months in advance of 
the inventory itself, the actual physical 
inventory taking, while it demands a 
studied organized effort, becomes noth- 
ing more than a count and verification of 
this count, plus the valuation done in the 
office. If the auditor has been in on the 
preparations, as outlined above, if he 
knows the plan, if he knows the methods, 
he is in a better position to judge the 
result in accordance with these methods 
and plans than he would be to come in 
when the inventory is completed and 
then depend on a more or less superficial 
inventory test of individual items. 


re a ee 
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